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MEMORANDUM FOR SENIOR EXECUTIVE BRANCH® OF FICTALS

SUBJECT: One-Time Election Concerning Your
Retirement Coverage

Under a new law that has just been signed by the President, certain senior
officials in the Government have an important new one-time right to elect
certain options with respect to coverage under the Civil Service Retire-
ment System. This one-time right must be exercised before January 1, 1984,
and cannot be changed. If an affected official does not make an election,
his or her Civil Service Retirement coverage will automatically be converted
to a special transitional system designed for new Govermment employees.

WHO IS AFFECTED: This new right applies to those top officials who have
been covered until now by Civil Service Retirement and who will, effec-
tive January 1, 1984, also be covered by Social Security. Only the
following are affected: individuals in positions listed in the Executive
Schedule (5 U.S.C. 5312-17); noncareer members of the Senior Executive
Service; and individuals paid $63,800 or more in certain positions in the
Executive Office of the President. If you are not certain if you are in
the affected group, contact your personnel office.

WHAT HAPPENS: Until now, the affected individuals have been covered under
the Civil Service Retirement System in the same way career Government em-—
ployees have been, and deductions from pay (generally 7%) have been made
to pay for this coverage. These deductions have been refundable only
upon separation, with nominal or no interest.

Now, however, under the Social Security Amendments of 1983, the affected
individuals will be subject to Social Security beginning in January 1984,
and will be taxed 5.4% of the first $37,800 in salary to pay for their
Social Security coverage. In view of this new coverage, the affected
individuals are being given the right to drop or continue their existing
Civil Service Retirement coverage. The options are as follows:

(A) Terminate Civil Service Retirement Coverage: If you elect
this option, no deductions will be taken from your pay for
Civil Service Retirement, and you will be entitled to apply
for and, if otherwise eligible, receive a refund of all of
your past deductions for Civil Service Retirement. Of
course, by electing this option you will generally forfeit
any benefits you might otherwise receive under Civil Service
Retirement.

COi wezd-3
January 1980
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(B) Continue Full Civil Service Retirement Coverage: 1If you
elect this option, full deductions will coantinue to he taken
from your pay for Civil Service Retirement, and you will
remain eligible for full benefits under Civil Service Retire-
ment.

If you do not elect either option (A) or (B), you will automatically be
placed under a special program under the Civil Service Retirement System.
Under this special program, your deductions for Civil Service Retirement
coverage will be lowered to 1.3% of pay for a period up till the earlier

of January 1, 1986, or the date a new retirement plan for Federal employees
subject to Social Security is established. If you become disabled during '
this interim period and are eligible for a Civil Service Retirement dis-
ability annuity, you will receive that annuity, but its amount will be
reduced by that portion of any Social Security benefit you receive that

is attributable to your Federal service during the interim period. If you
die while employed and have a survivor who is eligible for a Civil Service
Retirement survivor's annuity, your survivor will receive that annuity,

but it will be similarly reduced by a portion of any Social Security bene-
fit. Other than in cases of disability or death ia service during the
interim period, if you ever wish to receive an annmuity from the Civil
Service Retirement System that includes service credit for the interim
period during which you contributed only 1.3% of pay, you will be required
to pay to the Retirement System the difference between the 1.3% you contri-
buted and the full normal contribution rate.

WHAT TO DO: Your personnel office has been supplied with the form which
you must complete in order to elect either option (A) or (B). (We urge
that you complete the form even if you do not want either option (A) or
(B), and are instead going to be covered under the special transitional
system.) The completed form must be returned to your personnel office
before January 1, 1984. If you elect option (A) and want a refund of
your Civil Service Retirement deductions, your personnel office will
explain to you how to apply for such a refund.

QUESTIONS: Questions on this subject can best be handled by your per-—
sonnel of fice, and we urge you to address any questions there. However,
if for some reason you need to contact OPM on this subject, please call
our Office of Pay and Benefits Policy, (202) 254-9574.

"

Donald J. Devine
Director
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